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Economic Advisers Report 


Hope that top-ranking government officials are 
considering possible government action to deal with 
the food problem and the inflationary spiral was held 
out last week when the President’s Council of Eco- 
nomic Advisers made a third interim report to the 
President. The document was not made public, but 
the essence of its contents was revealed. 

It expressed the view that the voluntary conserva- 
tion program, although commendable and helpful 
in raising a portion of the immediate needs for 
Western Europe, would not perform the whole job. 
The problem of combating inflation and ensuring 
sufficient food supplies requires certain government 
controls, they said. The Council then listed many 
possibilities that have been discussed here and else- 
where. ‘They include extension of export-import 
controls beyond next March 1, and retaining present 
levels of taxes as an inflation deterrent. 

Reinstitution of consumer price control and ration- 
ing was mentioned by the Council as a possibility 
in the spring if crop failures, shortages, and high 
prices are accentuated in coming months, and if the 
above-mentioned controls are not adequate at that 
time. 


Inflation Continues 


Meanwhile, looking at the general economic pic- 
ture, all indications are that prices will continue to 
rise. During recent years unusual weather which has 
favored crop production, plus other stimulants to 
farming, have enabled our farmers to produce record 
crops. There is fear that a lower yield due to average 
or harmful weather may be combined with a con- 
tinuing need throughout the world to keep prices 
of grains and grain-fed products high or raise them 
even higher. Pressure for capital goods is holding 
fast. Capital goods industries are booked up for 
many months to come and the demand remains 
steady. Labor has joined in the cry for “production, 
production and more production” as the key to keep- 
ing the nation prosperous. It is of special interest 
to note that although labor groups have been ex- 
pected to demand additional wage increases in the 
spring, thus adding to inflation-producing tendencies, 
President Philip Murray of the CIO did not make 
such a demand at that union’s convention recently. 
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Voluntary Food Conservation 


The President’s voluntary food-saving program is 
gradually going into full gear as Charles Luckman, 
head of the Citizens’ Food Committee, struggles in 
an effort to save 100 million bushels of wheat by 
voluntary methods. Mr. Luckman does not have 
government controls to fall back upon as did the 
Famine Emergency Committee in the spring of 
1946. Each step of the way this time involves coax- 
ing and cajoling various elements in the economy 
to do what they can voluntarily. Mr. Luckman is 
discovering that whatever is done, some toes are 
stepped on. It is not an enviable job. 

The stark truth is that voluntary effort is the only 
method of saving unless government controls on the 
allocation of grain are authorized by Congress. 
Every bit of wheat that is wasted now will mean 
greater hunger and higher prices next spring when 
the squeeze will come. 

Up to this point, the response to Mr. Luckman’s 
appeals has been spotty. Consumers have not yet 
had basic education on the need. Restaurant owners 
are puzzled about substitutes for meat and poultry, 
and are inclined to bow easily to the demands of 
their patrons. Conferences with major distillers and 
bakery representatives have been more productive. 
A shut-down in distilling for 60 days will free from 
10 to 20 million bushels of wheat. The baking in- 
dustry, which had already begun a wheat conser- 
vation program, is considering the stopping of “con- 
signment buying” and other measures. 


Stop-Gap Aid 


While Administration and Congressional leaders 
deliberate, winter is coming to Europe. Dispatches 
from abroad stress more and more the urgent need 
of European nations to know what they may count 
on in the way of United States help to see them 
through the coming months. The uncertainty is 
making their planning for the reconstruction even 
more difficult; governments cannot promise their 


_ people that they will not starve this winter. 


The facts and figures given out October 8 by 
Herve Alphand, Director of Economic Affairs in the 
French Foreign Ministry, spoke for themselves. 
France has been currently spending at the rate of 
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$70 million a month for wheat, coal, and fats to keep 
her people on a subsistence level; and about $50 
million a month on raw materials to prevent a col- 
lapse of French industry. However, France has ex- 
hausted all her dollar resources. A complete stop- 
page of wheat exports, M. Alphand pointed out, 
would mean that French city dwellers (about half 
the population of France) would be completely 
without bread by next March. 


Congressional Action Delayed 


The $580 million in stop-gap aid, which President 
Truman has said will be needed this winter, must 
be appropriated by Congress. Yet there has so far 
been no call for a special session; if Congress does 
come back, it probably will not do so before late 
November or early December. Both France and Italy 
need dollars now if their people are to have bread 
later this winter. There is a gap of several months 
between the time that funds are made available 
and the time that the goods themselves are unloaded 
in Europe. 

To meet the immediate emergency, the Adminis- 
tration is investigating all possible ways that dollars 
might be provided now. Claims for gold, looted by 
Germany during the war, are to be settled as soon 
as possible. Money owed to France and Italy for 
services rendered to American troops is to be paid. 
The Administration is also looking into the possi- 
bility of giving dollar credit to the French and Italian 
governments in exchange for assets of their citizens 
still frozen here. 

Faced with France’s desperate situation, the Ex- 
port-Import Bank has diverted a portion of a $650 
million French credit to purchase coal and other in- 
dustrial raw materials rather than the machinery 
and equipment for which it was intended. This is 
an emergency measure, since the Bank’s loans are 
intended only for specific projects which will stimu- 
late American export-import trade. 


Opinion on “Marshall Plan” 


Fifteen members of the House Committee on For- 
eign Aid (under the chairmanship of Congressman 
Herter) have returned from their European survey. 
Although they put out a statement in which all 
agreed that the continuation of American exports 
to Europe was essential, there was considerable dif- 
ference of opinion on how much further aid should 
be made available, how soon, and how it should be 
administered. 

Other Congressmen have expressed conflicting 
views. Representative Taber asserted that he had not 


seen a hungry person in Europe. (American Mili- 
tary Government headquarters countered with sta- 
tistics showing that the average German in Berlin 
was 25-30 pounds underweight.) Representative 
Dirksen (Republican, Illinois), however, who has 
been traveling extensively in Europe this fall, stated 
that there is urgent need for immediate help from 
the United States. He also warned that niggardly 
aid won’t do the job; a “decent and calculated” pro- 
gram is the only solution. 


Divergent Views 


Much criticism has already been voiced in Wash- 
ington on the Paris report. Some contend that the 
figures are inaccurate, and recovery estimates not 
sound. There are objections that the governments 
concerned are not taking strong enough measures to 
help themselves, and—in opposite vein—that the re- 
port provides for too much government interference 
in their economies. It has also been asserted that 
more is required of the United States than we can 
spare. The Harriman, Krug, and Nourse reports— 
all expected before the end of the month—will be 
needed before a realistic appraisal can be made. 


Security Regulations 


Persons concerned with the protection of civil 
rights as essential in a democracy were interested 
in the security regulations issued by the State De- 
partment recently. 

In an effort to protect the Department from hav- 
ing anyone in its employ who is a “security risk”, 
sweeping regulations defining what will be consid- 
ered as involving a risk were promulgated. In ad- 
dition to persons who are directly connected with 
other subversive groups, the regulations include such 
persons who believe in or support the ideologies or 
policies of such a party or an organization which 
serves as a “front”. Those who associate with such 
persons are also subject to a hearing to determine 
their loyalty. Persons who have “such basic weak- 
ness of character or lack of judgment” as to lead the 
Department to fear that they might be led into courses 
of action detrimental to the security of the country 
are named as risks, and evidences of such character 
are so general that only Department interpretation 
will be the actual judge of how the loyalty program 
will operate. 

A hearing and review procedure was set up by the 
Department to enforce the regulations but it is sig- 


-nificant to note that the accused or his counsel will 


not be permitted to examine the evidence against 
him. 
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